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Independent Auditors' Report

Board of Commissioners
Sonoma County Community

Development Commission
Santa Rosa, California

We have audited the accompanying financial statements of the governmental activities, each major fund
and the aggregate remaining fund information of the Sonoma County Community Development
Commission (the "Commission"), a component unit of the County of Sonoma, as of and for the year
ended June 30, 2008, which collectively comprise the Commission's financial statements as listed in the
table of contents. These financial statements are the responsibility of the Sonoma County Community
Development Commission's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in the Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of matenial
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund and the aggregate remaining
fund information of the Sonoma County Community Development Commission as of June 30, 2008, and
the respective changes in financial position and the results of its operations for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated November 24,
2008, on our consideration of Sonoma County Community Development Commission's internal control
over financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts and grants and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing. and not to provide
an opinion of the internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.

The Management's Discussion and Analysis ("MD&A") and the budgetary comparison information are
not a required part of the financial statements, but are supplementary information required by the
accounting principles generally accepted in the United States of America. We have applied certain
limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.



Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Sonoma County Community Development Commission's financial statements. The
schedules of combined and individual non-major fund financial information, listed in the table of contents
as supplementary information, is presented for purposes of additional analysis and is not a required part of
the basic financial statements.

The accompanying Schedule of Expenditures of Federal Awards is presented for purposes of additional
analysis as required by the U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, and the U.S. Department of Housing and Urban
Development, and is not a required part of the financial statements. Such information has been subjected
to the auditing procedures applied in the audit of the financial statements and, in our opinion, is fairly
stated, in all material respects, in relation to the financial statements taken as a whole.

W:%“g&z’&—; C//

November 24, 2008
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MANAGEMENT'S DISCUSSION AND ANALYSIS



Sonoma County Community Development Commission

Management's Discussion and Analysis

Year Ended June 30, 2008

The Sonoma County Community Development Commission (the “Commission™) provides housing
assistance to low income families and individuals, funds community development projects and activities,
and administers the Sonoma County Community Redevelopment Agency (the "Redevelopment Agency”).
The Commission's largest funding source is the U.S. Department of Housing and Urban Development
("HUD").

The basic financial statements are being issued in the format prescribed by the provisions of Government
Accounting Standards Board Statement No. 34 (GASB 34). The following section presents management's
discussion and analysis ("MD&A"). Please read this overview in conjunction with the Basic Financial
Statements.

Financial Highlights

The following financial highlights are provided in an effort to describe, in terms of dollar amounts, the
resources and operations of the Sonoma County Community Development Commission.

e The activities of the Commission fall into three main groups: federal programs, redevelopment funds
and all other projects. The Commission's revenues are primarily derived from federally supported
activities and Redevelopment Agency activities. Revenue from federal sources accounted for 67% and
Redevelopment Agency tax derived revenues amounted to 16% of current fiscal year revenues.

e HUD supported expenditures in the prior fiscal year amounted to $25,651,961. In the current fiscal year
this amount increased by $2,892,086 to $28,544,047.

e Fund revenues for the Redevelopment Agency amounted to $9,946,448 in the current fiscal year, an
increase of $2,958,404 over the prior year’'s $6,988,044. The Redevelopment Agency expended
$6,971,025 in the current year, as compared to $7,716,644 expended during the prior year.

e The amount of total assets was $68,825,368. The fiscal year ended with liabilities totaling $4,267,305
which is only 6.2% of total assets.

e The total net assets of the Commission have increased by approximately $12.9 million from the June 30,
2007 balance of $51,622,959 to the June 30, 2008 balance of $64,558,063.

e The ending Net Assets was represented by the Commission’s three main subdivisions as follows:

Redevelopment § 24,855,297 39%

Federal programs 25,443,575 39%

Other projects 14,259,191 22%
$_ 64,558,063

o Both total revenues and total expenses experienced a year-to-year increase. The rate of increase for
revenues was much greater than the rate of increase for expenditures.

Revenues Expenses
Fiscal year 2007-08 $45,065,745 32,130,641
Fiscal year 2006-07 35,921,213 31,531,866
Amount of Increase 9,144,532 598,775
Percent of Increase 25% 2%



Sonoma County Community Development Commission

Management's Discussion and Analysis

Year Ended June 30, 2008

Overview of the Financial Statements

This annual Financial Report is presented in six parts:
1. Independent Auditors' Report
2. Management's Discussion and Analysis

3. The Basic Financial Statements — The government-wide financial statements, fund financial
statements, and the notes to these financial statements

4. Required Supplementary Information — Budget to actual schedules for major funds and the notes to
these schedules

5. Supplementary Information — Detailed schedules of non-major funds financial position and activities
and Schedule of Expenditures of Federal Awards

6. Compliance Reports — Auditors' reports on internal control over financial reporting in accordance
with Government Auditing Standards and compliance requirements in accordance with OMB
Circular A-133 and Schedule of Findings and Questioned Costs

The Basic Financial Statements

The Basic Financial Statements are comprised of the government-wide financial statements and the fund
financial statements. These two sets of financial statements provide two different views of the Commission's
financial position and activities.

The government-wide financial statements provide a longer-term view of the Commission's activities as a
whole, and are comprised of the Statement of Net Assets and the Statement of Activities. The Statement of
Net Assets provides information about the financial position of the Commission as a whole on the full
accrual basis, similar to that used in the private sector. The Statement of Activities provides information
about the Commission's revenues and all its expenses, also on the full accrual basis, with the emphasis on
measuring net revenues and expenses of each of the Commission's programs. The Statement of Activities
explains the change in net assets for the year.

The fund financial statements report the Commission's operations in more detail than the government-wide
statements and focus primarily on the short-term activities of the Commission's General Fund and other
major funds. The fund financial statements measure only current revenues and expenditures and fund
balances; they exclude capital assets, long-term debt, and other long-term amounts. The balance sheet and
the statement of revenues, expenditures and changes in fund balances are presented in a format that
emphasize the major funds. Major funds account for the major financial activities of the Commission and
are presented individually. Non-major funds are summarized and reported collectively. The major funds are
explained in the Fund Financial Statements section of this MD&A.



Sonoma County Community Development Commission

Management's Discussion and Analysis

Year Ended June 30, 2008

The Basic Financial Statements (continued)
The Government-Wide Financial Statements
The Statement of Net Assets and the Statement of Activities are the government-wide financial statements.

The statement of net assets presents information on all of the Commission’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may serve
as a useful indicator of whether the financial position of the Commission is improving or deteriorating.

The statement of activities presents information showing how the Commission’s net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise
to the change occurs, regardless or the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will result in cash flows in future fiscal periods, such as
revenues pertaining to iterest earned on loans made by the Commission and expenses pertaining to
depreciation of equipment.

The Commission's total net assets from governmental activities increased during the current fiscal year in the
amount of $12,935,104. The year-to-year change in total net assets is a result of the net change of revenues
and expenses during the year. The following table represents a comparative analysis of the net assets of the
governmental activities for the years ended June 30, 2008 and 2007.

Years Ended June 30,

Governmental activities 2008 2007
Current assets $ 33,347,859 §27.603,875
Non-current assets 35,477,509 29,364,860

Total assets 68,825,368 56,968,735
Current liabilities 1,429,975 2,309,858
Non-current liabilities 2,837,330 3,035,918

Total liabilities 4,267,305 5,345,776
Net assets:
Invested in capital assets, net of related debt 103,129 106,337
Restricted 50,298,872 40,638,736
Unrestricted 14,156,062 10,877,886

Total net assets $ 64,558,063 § 51,622,959

Various Commission activities contributed to the total increase to net assets. Redevelopment Agency
revenues exceeded expenses by $4,825,624.  Most of this increase represents the accumulation of tax
revenues that will be used for redevelopment projects in future years. The largest single redevelopment
project, which will commence during 2008-09, is the proposed Highway 12 improvement project in the
Springs project area.



Sonoma County Community Development Commission

Management's Discussion and Analysis

Year Ended June 30, 2008

The Basic Financial Statements (continued)
The Government-Wide Financial Statements (continued)

The Commission administers the Sonoma County Housing Authority. The Housing Authority’s largest
program, the Voucher Program, received revenues that exceeded expenditures by $1,948,657 during FY
2007-08. The Commission operates the County Fund for Housing fund (CFH). Both state and local funds
provide revenues for this fund. This fund’s revenues exceeded expenditures by $3,602,172 during the report
year.

The increase to net assets in the HOME, CDBG and other Community Development programs is a
consequence of making loans to first-time home buyers, nonprofit agencies and individual low-income
homeowners. When loans are made, notes receivable increase, and in the case of the government wide
presentation of the Commission's financial statements, revenues also increase. Therefore, the increase in
loan activity in the current fiscal year increased both assets and revenues.

Analysis of Net Assets — As previously indicated, net assets increased by $12,935,104 between June 30, 2007
and June 30, 2008. This change is a result of the following programs which had revenues in excess of
expenses.

Redevelopment $4,825,624
Affordable Housing 3,602,172
HOME Program 1,080,925
Community Development Block Grant 1,335,586
Rental Assistance 1,948,657
Results of all other activities 142,140
Total change in net assets $ 12,935,104

The following table indicates the comparative changes in net assets for the governmental activities for fiscal
years ended June 30, 2008 and 2007.



Sonoma County Community Development Commission

Management's Discussion and Analysis

Year Ended June 30, 2008

Years Ended June 30,

Governmental Activities 2008 2007
Revenues:
Program revenues:
Operating grants and contributions $ 37,262,791  $ 29,796,240
Charges for services 53,010 9,603
General revenues:
Taxes 7,581,035 5,916,908
Interest 168,909 198,462
Total revenues 45,065,745 35,921,213
Expenses:
Rental Assistance 21,854,529 20,863,739
Community Development 2,343,560 1,238,113
Redevelopment 2,347,579 4,090,665
Administration 5,409,561 5,152,481
Interest on debt 175,412 186,868
Total expenses 32,130,641 31,531,866
Increase in net assets 12,935,104 4,389,347
Net assets, beginning 51,622,959 47,233,612
Net assets, ending $ 64,558,063 $ 51,622,959

As indicated above, total revenues for the year as shown on the Statement of Activities were $45,065,745.

The major funding sources were as follows:

Program Revenues:

U.S. Department of Housing and Urban Development $ 30,689,196
State, County and City Governmental agencies 5,231,643
Redevelopment Agency non-tax revenues 874,226
All other funding sources 520,736
$ 37,315,801
General Revenues:
Redevelopment Agency related tax increment revenues $ 7,581,035
Interest earned on non-program funds 168,909
§ 7,749,944




Sonoma County Community Development Commission

Management's Discussion and Analysis

Year Ended June 30, 2008

The Basic Financial Statements (continued)
Fund Financial Statements

The fund financial statements are designed to report information which is used to provide detailed
information about each of the Commission's most significant funds, called major funds. The concept of
major funds, and the determination of which funds are major funds, was established by GASB 34. Each
major fund is presented individually, with any non-major funds summarized and presented in a single
column. Major funds may change from year-to-year as a result of changes in the pattern of the Commission's
actrvities.

Governmental fund financial statements are prepared on the modified accrual basis, which means they
measure only current financial resources and uses. Capital assets and long-term liabilities are not presented

in governmental fund financial statements.

Major Fund Financial Analysis

The Commission had five major funds during fiscal year 07-08. Descriptions of those funds are as follows.

General Fund: The General Fund accounts for all activities that are not reported in other major funds or
non-major funds.

Community Development (CDGB): The funding source for this fund is the Community Development Block
Grant (CDBG) program from the U.S. Department of Housing and Urban Development (HUD). A wide
variety of community development activities are financially supported using approximately $2.5 million of
HUD funds annually. The CDBG fund expended $1,978,448 during the prior year and $3,264,517 during the
current fiscal year which is an increase of $1,286,069. Most of the ongoing CDBG projects experienced
typical expenditure levels. The projects that expended larger amounts during 2007-08 included $100,000
expended on Fulton Area Sidewalks, $300,000 expended on Sequoia Village, $145,198 expended on
Mooreland Avenue sewers, $300,000 expended on Petaluma Avenue Homes and $102,528 expended on
building repairs at Sea Ranch.

HOME Program: HUD also makes HOME funds available to the Commission. These funds are targeted
towards the creation of affordable housing for low-income households. The development of low-income
rental housing is often done in partnership with local nonprofit agencies. HOME funds can also be used to
provide direct rental assistance to low-income persons. The Commission receives approximately $1.1
million of HOME funds on average each fiscal year. HOME fund expenditures amounted to $653,827 in the
prior year and $1,389,227 in the current year, which is an increase of $735,400.

Section 8 Housing Choice Vouchers: This fund subsidizes monthly rents for low-income persons. In terms
of funds spent and persons directly assisted, this fund continues to be the Commission's largest fund. HUD
provides 100% of this fund's resources and HUD regulations direct the fund's activities. An increase in
funding is reflected in an increase of $1,948,657 in fund balance from the prior year end to the current fiscal
year end. During the current year, housing assistance payments (HAP) increased by 4.3%. HAP expense
amounted to $19,802,458 during 2006-07 and $20,661,055 during 2007-08.



Sonoma County Community Development Commission

Management's Discussion and Analysis

Year Ended June 30, 2008

Springs Housing Fund:  The State of California Health and Safety Code regulate the activities of this and
all other Redevelopment Agency funds. Property taxes, collected by the County of Sonoma, provided the
resources for the Sonoma County Community Redevelopment Agency. This particular fund supports
housing-related redevelopment projects in the Springs project area which is located in the Sonoma Valley
portion of the County. Project funds are typically disbursed in the form of a loan to low-income persons or
to agencies that serve this population. As of June 30, 2008 the outstanding loan principal amounted to
$4,071,741.

Budgetary Highlights

Commission Wide Budget Summary

The Board of Commissioners approved a budget pertaining to the 2007-08 fiscal year in the amount of
$54.567,913. No mid-year adjustments to appropriations were necessary during the fiscal year. The budget
pertaining to the redevelopment agency was established at $18,058,528 and the budget for all other activities
amounted to $36,509,385. Comparisons of budget and actual financial information are presented only for

the General Fund within the MD&A and after the notes to the basic financial reports for other major funds.

General Fund Budget Summary

The Board of Commissioners has discretion over the use of General Fund resources. This fund's resources
are available for the Commission’s local housing-related projects. All of the Commission’s other funds are
special revenue funds.

Budgeted Actual

General Fund Amounts Amounts Variances
Revenues

Interest $ 140,280 $ 168,909 $ 28,029

Other income 823,330 246,347 (576,983)
Total revenue 963,610 415,256 (548,354)
Expenditures

Administration 16,610 15,916 694

Community Development 206,720 25,708 781,012

Transfer out 140,280 81,322 58,958
Total expenditures 963,610 122,946 840,064
Excess of revenues over expenditures $ = $ 292,310 $ 292,310

During the current year expenditures exceeded revenues in the amount of $292,310. General Fund
expenditures amounted to 13% of the budgeted appropriations. During the current year appropriations in the
amount of $806,720 had been approved for the funding of new first-time homebuyer loans. The anticipated
expenditures were not made because revenues from loan payoffs, necessary to fund new loans, were not
received.

10



Sonoma County Community Development Commission

Management's Discussion and Analysis

Year Ended June 30, 2008

Capital Assets and Debt Administration
Capital Assets

The Commission's capital assets are comprised of several computers and a piece of land. Unlike other local
governmental agencies, the maintenance of capital assets is insignificant as compared to the Commisson’s
public service activities. No capital assets were put into service or disposed of during the report year.

Debt Administration

At June 30, 2008, the Commission had total long-term debt outstanding of $2,700,020. Tax allocation bonds
represented $1,715,000 of this liability, notes payable represented $900,000 and miscellaneous long term
payables represented the remaining $85,020. Additional information concerning the Commission's long-term
debt can be found in Note G.

Economic Factors and Next Year's Budget

e The Commission will continue to rely primarily on federal funding for Community Development and
Rental Assistance Programs. Management is not aware of any material year-to-year changes to funding
levels.

e Tax increment revenues for the Redevelopment Agency may increase, but only slightly considering the
down turn in property valuations. The name of the Sonoma Valley Redevelopment project area was
changed to The Springs project area. It is expected that a new bond will be issued related to the The
Springs project area during the 2008-09 fiscal year. The proceeds from this bond, approximately $13
million, will be used over the next several years to fund improvements to Highway 12.

e A new funding source will become available during the fiscal year ended June 30, 2009. The
Commission will receive a state-funded CalHome housing rehabilitation award. It is expected that the
funds will assist in the rehabilitation of several homes during 2008-09 and a greater amount of homes in
the year thereafier.

Request for Information
This annual report is intended to provide citizens with a general overview of the Commission's finances.

Questions about this report should be directed to the Commission's Controller at 1440 Guerneville Road,
Santa Rosa, CA 95403.

11



Sonoma County Community Development Commission

Introduction to the Statement of Net Assets and Statement of Activities

Year Ended June 30, 2008

The Statement of Net Assets and the Statement of Activities are statements required by
Government Accounting Standards Board Statement No. 34. Their purpose is to summarize the
entire Commission's financial activities and financial position. They are prepared on the same
basis as is used by most businesses, which means they include all the Commission's assets and its
liabilities, as well as its revenues and expenses. This is known as the full accrual basis - the effect
of all the Commission's transactions is taken into account, regardless of whether or when cash
changes hands.

The Statement of Net Assets reports the difference between the Commission's total assets and the
Commission's total liabilities. The Statement of Net Assets focuses the reader on the composition
of the Commission's net assets, by subtracting total liabilities from total assets.

The Statement of Net Assets summarizes the financial position of all the Commission’s
governmental activities and the financial position of all the Commission's Business-Type
Activities.

In the current fiscal year, the Commission did not administer any business-type activities.

The Commission's governmental activities include the activities of its General Fund, along with
its special revenue funds.

The Statement of Activities reports increases and decreases in the Commission’s net assets. It is
also prepared on the full accrual basis, which means it includes all the Commission's revenues
and all its expenses, regardless of when cash changes hands. This differs from the "modified
accrual” basis used in the fund financial statements, which reflects only current assets, current
liabilities, available revenues and measurable expenditures.

The format of the Statement of Activities shows summarized expenses first, followed by related
revenues. Expenses are listed by function or program. Program revenues, revenues which are
generated directly by these programs, are deducted from program expenses to arrive at the net
expense of each governmental program. The Commission's general revenues are then listed in the
Governmental Activities column, and the Change in Net Assets is computed and reconciled with
the Statement of Net Assets.

12
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Sonoma County Community Development Commission

Statement of Net Assets

June 30,2008
Assets
Cash and investments $ 30,011,539
Investments held by trustee 1,307,870
Due from other governments 531,577
Other receivables 249,162
Prepaid expense 827,711
Asset held for resale 420,000
Notes receivable, net 30,575,331
Interest receivable, net 4,799,049
Capital assets, net 103,129
Total assets 68,825,368
Liabilities
Accounts payable 497,244
Due to other governments 120,147
Interest payable 293,372
Deferred revenues 132,410
Accrued liabilities 146,802
Accrued compensated absences 377,310
Long-term debt:
Due in one year 240,000
Due in more than one year 2,460,020
Total habilities 4,267,305
Net assets
Invested in capital assets, net of related debt 103,129
Restricted for debt service 1,650,699
Restricted for programs 54,197,549
Unrestricted net assets 8,606,686
Total net assets $ 64,558,063

See accompanying Notes to Basic Financial Statements
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Sonoma County Community Development Commission

Statement of Activities

Year Ended June 30, 2008

Functions/Programs

Program Revenues

Net Revenue
and Changes
in Net Assets

Expenses

Operating
Grants and
Contributions

Charges for
Services

Total
Governmental
Activities

Governmental activities:
Administration

$ 5,409,561

$ 53,010 $ 4,282,450

$  (1,074,101)

Rental Assistance 21,854,529 - 23.342,914 1,488,385
Community Development 2,343,560 - 8,763,203 6,419,643
Redevelopment 2,347,579 - 874,224 (1,473,355)
Interest on debt 175,412 - - (175,412)

Total governmental
activities

$ 32,130,641

$ 53,010 $37,262,791

$ 5,185,160

General revenues:
Taxes
Interest earned
Total general revenues
Changes in net assets

Net assets at June 30, 2007

Net assets at June 30, 2008

See accompanying Notes to Basic Financial Statements
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7,581,035
168,909

7,749,944

12,935,104

51,622,959

$ 64,558,063
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Sonoma County Community Development Commission

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances
of Governmental Funds to the Statement of Activities

Year Ended June 30,2008

The schedule below reconciles the Net Change in Fund Balance reported on the Governmental Funds
Statements of Revenues, Expenditures and Changes in Fund Balance, which measures only changes in
current assets and current liabilities on the modified accrual basis, with the changes in Net Assets of
Governmental Activities reported in the Statement of Activities, which is prepared on the full accrual basis.

Net change in fund balances - total governmental funds 5 6,670,022

The change in compensated absences reported in the statement of activities does not require the use of
current financial resources and therefore, is not reported as an expenditure in governmental funds. (41,412)

Governmental funds report capital outlays as expenditures. However, in the statement of activities,
the cost of those assets is allocated over their estimated useful lives and reported as depreciation

expense. (3,208)

In the fund financial statements disbursements of principal for notes reccivable are recognized as

expenditures as those funds no longer represent current financial resources. Similarly, revenue derived

from accrued interest on notes receivable is not recognized in the fund financial statements as those

amounts also do not represent current financial resources. Both of these amounts must be added to

obtain the change in net assets.
Disbursements for new notes receivable 5,925,933
Accrued interest earned 688,389

Payments received on notes receivable and related accrued interest amounts provide current financial

resources, and thus are recognized as revenue in the fund financial statements when they are collected.

In the statement of activities, however, these payments reduce long-term assets in the statement of net assets.

Additionally, changes in the allowance for uncollectible notes and interest receivable do not affect current

financial resources and therefore must be added in to obtain the change in net assets.
Principal payments received on notes receivable (251,235)
Payments received on accrued interest (114,385)
Increase in allowance for uncollectible notes and interest receivable (132,846)

Repayment of long-term debt is reported as an expenditure in governmental funds, but

the repayment reduces long-term liabilities in the statement of net assets. 225,000

Interest on long-term debt in the statement of activities differs from the amount reported in the

governmental funds because interest is recognized as an expenditure in the funds when it is due,

and thus requires the use of current financial resources. In the statement of activities, however,

interest expense is recognized as accrued interest, regardless of when it is due. (31,154)

Statement of Activities - Changes in Net Assets $ 12,935,104

See accompanying Notes to Basic Financial Statements
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Sonoma County Community Development Commission

Notes to the Basic Financial Statements

Year Ended June 30, 2008

The notes to the basic financial statements include a summary of significant accounting policies and other
notes considered essential to fully disclose and fairly present the transactions and financial position of the
Sonoma County Community Development Commission as follows:

Note A. Definition of Reporting Entity

Note B.  Summary of Significant Accounting Policies

Note C. Cash and Investments

Note D. Restricted Cash and Investments and Liabilities

Note E.  Notes Receivable

Note F.  Capital Assets

Note G. Long-Term Debt

Note H. Due to Other Governments and Deferred Revenue

Note I.  Compensated Absences

Note J.  Employer Retirement Plan

Note K. Contingent Liabilities

Note L. Lease Commitment

Note M. Concentrations

Note N. Recent Governmental Accounting Standards
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Sonoma County Community Development Commission

Notes to the Basic Financial Statements

Year Ended June 30, 2008

Note A.

Note B.

Definition of Reporting Entity

The Sonoma County Community Development Commission (the "Commission") was
established as a separate public and corporate entity pursuant 10 Section 34110 of the
California Health and Safety Code. The Commission is governed by the Board of
Commissioners who are appointed by the elected Board of Supervisors of Sonoma County.
The exercise of this oversight responsibility causes the Commission to be an integral part of
the County of Sonoma's (the "County") reporting entity. Therefore, the Commission's basic
financial statements have also been included as a component unit in the County's annual
financial report for the fiscal year ended June 30, 2008.

The Commission's financial statements include activities over which the Board of
Commissioners has oversight and budgeting responsibility. Included in the reporting entity are
the Housing Authority of the County of Sonoma and the Sonoma County Community
Redevelopment Agency.

There are no other organizations or agencies whose basic financial statements should be
combined and presented with these basic financial statements.

Summary of Significant Accounting Policies

The Commission conforms to accounting principles generally accepted in the United States of
America as applicable to governmental units. A summary of significant accounting policies 1s
included below:

Basis of Presentation

The accompanying basic financial statements are presented on the basis set forth 1n
Government Accounting Standards Board Statement No. 34, Basic Financial Statements and
Management's Discussion and Analysis for State and Local Governments and related
statements. This standard requires that the financial statements described below be presented.

Government-wide and Fund Financial Statements

Government-wide statements (i.e. the statement of net assets and the statement of activities)
display information about the Commission as a whole. The effect of interfund activities has
been removed from these statements. These statements distinguish between the governmental
and business-type activities. Governmental activities generally are financed through taxes and
intergovernmental revenues. Business-type activities are financed in whole or in part by fees
charged to external parties. The Commission had no business type activities during the year.

The Statement of Net Assets presents the financial condition of the governmental activities of
the Commission at year end. The Statement of Activities demonstrates the degree to which the
direct expenses of a given program or function are offset by program revenues. Direct
expenses are those that are specifically associated with a program or function and, are clearly
identifiable to a particular program or function. Program revenues include 1) charges to
customers who purchase, use or directly benefit from goods, services, or privileges provided
by a given program or function and 2) grants and contributions that are restricted to the
operational or capital requirements of a particular program or function. Taxes and others items
not properly included among program revenues are reported as general revenues.
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Sonoma County Community Development Commission

Notes to the Basic Financial Statements

Year Ended June 30, 2008

Note B.

Summary of Significant Accounting Policies (continued)
Government-wide and Fund Financial Statements (continued)

The fund financial statements provide information about the Commission's funds. The
emphasis of fund financial statements is on major individual governmental funds, each of
which is displayed in a separate column.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements report using the economic resources measurement
focus and the accrual basis of accounting. All assets and all liabilities associated with the
operations of the Commission are included on the Statement of Net Assets. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of
when the related cash flows take place. Non-exchange transactions, in which the Commission
receives (or gives) value without directly giving (or receiving) equal value in exchange,
include property taxes and grants. On an accrual basis, revenue from property taxes 1s
recognized in the fiscal year for which the taxes are levied. Revenue from governmental grants
is recognized in the fiscal year which all eligibility requirements have been satisfied.
Eligibility requirements include timing requirements, which specify the year when the
resources are required to be used or the fiscal year when use is first permitted, matching
requirements, in which the Commission must provide local resources to be used for a specified
purpose; and expenditure requirements, in which the resources are provided to the Commission
on a reimbursement basis.

Governmental fund financial statements report using the current financial resources
measurement focus and the modified accrual basis of accounting. With this measurement focus
only current assets and current liabilities generally are included on the balance sheet.
Therefore, in addition to the revenue recognition requirements noted above, revenues in the
fund financial statements, including those derived from non-exchange transactions, are
recognized as soon as they are both measurable and available. Revenues are considered to be
available when they are collectible within the current period or soon enough thereafter to pay:
liabilities of the current period. For this purpose, the Commission considers revenues to be

available if they are collected within sixty days of the end of the current fiscal period.

The governmental fund financial statements report expenditures in the current period only if
current financial resources will be used to pay the related expenditure.

Major Funds

GASB 34 defines major funds and requires that the Commission's major governmental funds
be identified and presented separately in the fund financial statements. All other funds, called
non-major funds, are to be combined and reported in a single column, regardless of their fund

type.
Major funds are defined as funds which have either assets, liabilities, revenues, or expenditures

equal to ten percent of their fund-type total and five percent of the grand total of all funds
regardless of type. The General fund is always a major fund.
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Sonoma County Community Development Commission

Notes to the Basic Financial Statements

Year Ended June 30, 2008

Note B. Summary of Significant Accounting Policies (continued)
Major Funds (continued)
The Commission’s financial statements are presented utilizing the following major funds:

General Fund: This is the Commission's primary operating fund. This fund is established
to account for all financial résources of the general government, except those required to
be accounted for in another fund. The General Fund also includes the Commission
Housing Fund which was established to support the Mobile Home Space Rent Assistance
Program ("MSRAP"). MSRAP is funded by the interest earned on pooled cash in the
General Fund.

Special Revenue Funds: These funds are used to account for assets, liabilities, revenues
and expenditures related to activities supported by specific taxes or other designated
revenue sources. These funds are generally required by state, charter or ordinance to
finance specific government functions.

Community Development (CDBG) Fund - This fund provides for a wide variety of
community development activities that are funded mainly by the U.S. Department
of Housing and Urban Development (HUD). These community development
activities include the rehabilitation of single family housing, the support of fair
housing services, partial funding of the homeless support centers and improving

features of buildings and facilities pertaining to persons with disabilities.

HOME Program Fund — The HOME program fund accounts for the activities of the
HUD funded Home Investments Partnership program. This program was developed
by the Community Planning and Development (CPD) section of HUD. HUD funds
are used in partnership with local nonprofit developers to creaie new low income
rental housing. Eligible projects include activities that build, buy, or rehabilitate
affordable housing for rent or home ownership or.provide direct rental assistance 10
low income people.

Section 8 Housing Choice Voucher Fund - This fund is established to account for
housing assistance programs funded by the U.S. Department of Housing and Urban

Development. These programs provide rent subsidies to low-income families,
elderly, or disabled individuals.

The Springs Housing Fund: ~ This fund supports housing-related redevelopment
projects in the Springs project area which is located in the Sonoma Valley portion of’
the County. Project funds are typically disbursed in the form of a loan to low-
income persons or to agencies that serve this population.

This is one of three funds which is used to account for the Commission’s eastern-

most redevelopment project area. During 2007-08 this project area. previously
know as Sonoma Valley, was renamed to The Springs.
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Sonoma County Community Development Commission

Notes to the Basic Financial Statements

Year Ended June 30, 2008

Cash and Investments

The majority of the Commission's cash and investments are pooled with the Sonoma County
Treasurer in the County Treasury Investment Pool ("the Treasury Pool"), which is an external
investment pool. The Commission also has cash deposits with banks, and investments, which
are held by an outside trustee. The Sonoma County Treasurer also acts as a disbursing agent
for the Commission. The fair value of the investments in the Sonoma County Treasury pool 1s
determined quarterly. Realized and unrealized gains or losses and interest earned on pooled
investments are allocated quarterly to the appropriate funds based on their respective average
daily balance for that quarter.

The Commission applies the provisions of Governmental Accounting Standards Board
("GASB") Statement No. 31, Accounting and Financial Reporting for Certain Investments and
External Investment Pools, which require governmental entities to report certain mvestments at
fair value in the balance sheet and recognize the corresponding change in the fair value of
investments in the year in which the change occurred.

The Commission applies the provisions of GASB Statement No. 40, Deposit and Investment
Risk Disclosures — an amendment to GASB No. 3, which requires governmental entities to
provide proper disclosures on common deposit and investment risk related to custodial credit
risk, credit risk, interest rate risk and concentrations of credit risk.

Other Receivables

Other receivables consist of grants and contracts receivable from other governments and
miscellaneous receivables related to the Commission's various programs. It is the opinion of
management that all such receivables will be collected.

Asset Held for Resale

An asset which the Commission is not using in operations and that it intends to sell is classified
on the Statement of Net Assets and the Governmental Funds Balance Sheet as "Asset Held for
Resale." The asset held for resale is a piece of land with a commercial building on it. The
carrying value of the asset is the lower of the assets cost or its net realizable value, which 1s
currently its historical cost to the Commission.

Notes and Interest Receivable

As part of the Commission's housing rehabilitation programs and low-income housing
development programs, the Commission makes certain loans to homeowners, non-profit
agencies and for-profit entities. The Commission accrues interest on these loans based on the
loan agreement.

The Commission's notes receivable are primarily "second mortgages" which follow a first
lender in order of security interest. It is the Commission's policy that all notes made will follow
only "traditional" fixed interest rate loans with 20 to 30 year amortization periods. All of the
Commission's notes and interest receivable are secured upon the related real property.

The Commission performs an analysis of notes receivable annually to estimate the potential for
uncollectible notes and interest receivable. This analysis involves consideration of the notes
risk of default and, should a default take place, the probability that the value of the property
which the note is secured on will be less than the related outstanding debt.
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Sonoma County Community Development Commission

Notes to the Basic Financial Statements

Year Ended June 30, 2008

Note B.

Summary of Significant Accounting Policies (continued)
Notes and Interest Receivable (continued)

Loans and interest receivable appear as notes and interest receivable, net of allowances for
uncollectibles, with a corresponding deferred revenue amount in the fund financial statements.

In the government-wide financial statements, notes and interest receivable are presented on the
Statemnent of Net Assets at their full value, net of an allowance for uncollectibles, with no
corresponding deferred revenue amount.

Capital Assets

Capital assets are stated at cost or estimated historical cost. The Commission defines capital
assets as assets with an initial, individual cost of more than $5,000 and an estimated useful life
in excess of one year. Depreciation has been provided for, excluding land, using the straight-
line method over estimated lives ranging from 3 to 50 years. Useful lives of machinery and
equipment are generally estimated to be 3 to 15 years. Buildings and improvements are
generally estimated to have useful lives ranging from 30 to 50 years.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend an asset's life are not capitalized.

Capital assets are not recognized in the fund financial statements as they do not represent
current financial resources.

Deferred Revenues

Deferred revenues are recognized for transactions for which cash has been received but the
related revenue has not yet been earned. Typical transactions recorded as deferred revenue are
for grants received but not yet garned.

Additionally, in the fund financial statements where the modified accrual basis is used, notes
and interest receivable are presented with a corresponding deferred amount as those assets do
not represent current financial resources.

Accrued Compensated Absences

The Commission's employees are entitled to certain compensated absences based on their
length of employment. Vacation pay, which may be generally accumulated up to 240 hours, 1s
payable upon termination. Sick leave may be accumulated without limitation. The monetary
equivalent of 25% of all unused sick leave is vested and payable to employees who separale
from the Commission for reasons other than disability.

Because vacation and sick leave balances do not require the use of current financial resources,
no liability is recorded within the governmental funds. However, vacation and sick leave
balances are reflected in the government-wide Statement of Net Assets. In compliance with
GASB Statement No. 16, Accounting for Compensated Absences, the amount reported includes
estimated employer liability for taxes.
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Sonoma County' Community Development Commission

Notes to the Basic Financial Statements

Year Ended June 30, 2008

Note B.

Summary of Significant Accounting Policies (continued)
Program Revenues

The Statement of Activities reports program revenues pertaining to the Commission's various
program areas. The operating grants and contributions in this section include awards from
governmental agencies. Charges for services include fees generated by the activities of the
various programs. Fees generated by a program remain within the program and are used for
program purposes.

Property Tax Revenue

Property taxes, including tax rates, are regulated by the State and are administered locally by the
County. The County is responsible for assessing, collecting and distributing property taxes in

accordance with state law. The County 1s responsible for the allocation of property taxes to the
Commission.

The County has adopted the Teeter Alternative Method of Property Tax Allocation known as the
"Teeter Plan”. The State Revenue and Taxation Code allows counties to distribute secured real
property and supplemental property taxes on an accrual basis resulting in full payment to the
Commission each fiscal year. Any subsequent delinquent payments and related penaities and
interest will revert to the County.

Property taxes are recognized as revenue when they are levied for, as they are considered to be
both measurable and available at this point in time. Liens on real property are established January
| for the ensuing fiscal year. The property tax is levied as of July 1 on all taxable property
located in the County. Secured property taxes are due in two equal installments on November |
and February 1, and are delinquent after December 10 and April 10, respectively. Additionally,
supplemental property taxes are levied on a pro rata basis when changes in assessed valuation
oceur due to sales transactions or the completion of construction. Property tax collection and
valuation information is disclosed in the County's financial statements.

Budgeting Procedures

The Commission participates in the budgetary process of the County. During March each year,
the Executive Director of the Commission must submit estimates of available financing and
financing requirements for the Commission to the County Administrator. The administrator
makes any necessary revisions and submits the budget to the Board of Supervisors for
approval.

Subsequent revisions to the budget are made in the form of either supplemental appropriations
or transfers between budget categories. The Board of Commissioners approves all significant
budgetary revisions.

Grant Restrictions

The Commission has received grants from the U.S. Department of Housing and Urban
Development that provide for community development activities and housing assistance 10
individuals. The Commission must adhere to the regulations pertaining to the Housing Choice
Voucher, CDBG, HOME, Federal Emergency Shelter and other programs. These grants
require that only individuals and families that meet various income, age, disability,
employment, or other standards be housed or aided.
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Sonoma County Community Development Commission

Notes to the Basic Financial Statements

Year Ended June 30, 2008

Note B.

Summary of Significant Accounting Policies (continued)
Non-exchange Transactions

Non-exchange transactions are transactions in which the Commission gives or receives value
without directly receiving or giving equal value in exchange, for example, redevelopment tax
increments and other grants. On an accrual basis, revenue from taxes is recognized in the fiscal
year for which the taxes are levied or assessed. Revenue from grants is recognized in the fiscal
year in which all eligibility requirements have been satisfied. On the modified accrual basis,
these revenues must also be available in order to be recognized.

Restricted Assets and Liabilities

Restricted assets represent cash, investments and receivables maintained in accordance with
agreements or bond resolutions for the purpose of funding certain debt service payments.

Restricted liabilities represent those liabilities which will be paid for with restricted assets.
Net Assets and Fund Balance

Net assets represent the difference between assets and liabilities on the full accrual basis, as
represented on the Statement of Net Assets. Net assets invested in capital assets, net of related
debt, consists of capital assets, net of accumulated depreciation, reduced by the outstanding
balances of any borrowings used for the acquisition, construction or improvement of those
assets. Net assets are reported as restricted when there are limitations imposed on their use,
either through enabling legislation adopted or through external restrictions imposed by
creditors, grantors, laws, or regulations of other governments.

Fund balance represents the difference between assets and liabilities on the modified accrual
basis as represented in the Governmental Funds Balance Sheet. Portions of fund balance may
be classified as reserved for portions of fund balance which do not represent current financial
resources.

Estimates

The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenditures/expenses during the reporting period. Actual results could differ
from those estimates.

Encumbrances

The Commission does not use encumbrance accounting.

28



Sonoma County Community Development Commission

Notes to the Basic Financial Statements

Year Ended June 30, 2008

Note C.

Cash and Investments

The Commission follows the practice of pooling cash and investments of all funds with the
County Treasurer except for funds required to be held by outside fiscal agents or trustees under
the provisions of bond indentures and grant agreements. The Treasury Oversight Committee has
regulatory oversight for all monies deposited into the Treasury Pool.

Interest income earned on pooled cash and investments is allocated quarterly to the various funds
based on the average daily balances by fund during the quarter. Interest income from cash and
investments with fiscal agents or trustees is credited directly to the related fund.

Investment Guidelines

The Commission's pooled cash and investments are invested pursuant to investment policy
guidelines established by the County Treasurer and approved by the Board of Supervisors. The
objectives of the policy are, in order of priority: safety of capital, liquidity and maximum rate of
return. The policy addresses the soundness of financial institutions in which the County will
deposit funds, types of investment instruments as permitted by the California Government Code,
and the percentage of the portfolio that may be invested in certain instruments with longer terms
to maturity.

Permitted investments include the following:

- U.S. Treasury and Federal Agency securities

- Bonds issued by local agencies

- Registered State Warrants and Municipal Notes
- Negotiable certificates of deposit

- Bankers' acceptances

- Commercial paper

- Medium-term corporate notes

- Local Agency Investment Fund (State Pool) demand deposits
- Repurchase agreements

- Reverse repurchase agreements

- Shares of a mutual fund average life

- Collateralized mortgage obligations

- Joint power agreements

A copy of the County Investment Policy is available upon request from the Treasurer at 585
Fiscal Drive, Room 100F, Santa Rosa, California, 95403.

Financial Statements
Cash and investments as of June 30, 2008 are comprised of the following:

Cash and investments in Sonoma County

Treasurer's pooled cash $ 29,388,439
Cash with bank 572,206
Petty cash 250
Total cash and investments $ 29,960,895
Investments held by trustee $ 1,307,870
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Sonoma County Community Development Comumission

Notes to the Basic Financial Statements

Year Ended June 30, 2008

Note C.

Cash and Investments (continued)
Financial Statements (continued)

Investments in County Treasurer's Pooled cash

As of June 30, 2008, the Commission's cash and investments balance managed by the County
Treasurer was $29,388,439. At that time, the weighted average maturity of the investments in the
pool was less than two years. The credit rating and other information regarding the Treasury poo)
for the year is disclosed in the Sonoma County's 2007-08 Comprehensive Annual Financial
Report.

The net decrease in the fair value of the Commission's investments during the year was $9,424.
This amount takes into account all changes in fair value (including purchases and sales) that
occurred during the year. The cumulative unrealized gain on investments held at year end
amounted to $50,644. The realized gain and loss from securities matured during the current
fiscal year are recognized through the net change in the fair value of the investment held in the
Treasury Pool.

Non-pooled cash and investments and investments held by trustee

Included in the non-pooled cash and mvestments balance are $250 cash on-hand and $572,206
cash deposited with a bank. Investments held by trustee are comprised of $973,369 in mutual
funds and $334,501 in investment contracts.

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair
value of an investment. Generally, the longer the maturity of an investment, the greater the
sensitivity of its fair value to changes in market interest rates. One of the ways that the
Commission manages its exposure to interest rate risk is by purchasing a combination of shorter
term and longer term investments, and by timing cash flows from maturities so that a portion of
the portfolio is maturing, or coming close to maturity, evenly over time, as necessary, t0 provide
the cash flow and liquidity needed for operations. The majority of the Commission's cash and
investments is held by the Treasury Pool, which has a weighted average maturity of less than two
years. The information about the sensitivity of the fair values of the Commission's non-pooled
investments to market interest rate fluctuations is provided by the following table showing the
distribution of the Commission's investments by maturity:

Five years
Investment Type Less than 1 year Or more Total
Mutual fund held by trustee:
Treasury Obligations Fund $ 973,369 $ - $ 973,369
Investment contracts - 334,501 334,501
Total $ 973,369 $ 334,501 $ 1,307,870
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Sonoma County Community Development Commission

Notes to the Basic Financial Statements

Year Ended June 30, 2008

Note C.

Cash and Investments (continued)
Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository
financial institution, a government will not be able to recover its deposits or will not be able to
recover collateral securities that are in the possession of an outside party. The custodial credit
risk for investments is the risk that, in the event of the failure of the counterparty to a transaction,
a government will not be able to recover the value of its investment or collateral securities that
are in the possession of another party.

California law requires banks and savings and loan institutions to pledge government securities
with a market value of 110% of the Commission's cash or deposit or first trust deed mortgage
notes with a value 150% of the deposit as collateral for these deposits. Under California law
this collateral is held in the Commission's name and places the Commission ahead of general
creditors of the institution. The Commission has waived the collateral requirements for the
portion of deposits covered by federal deposit insurance. '

As of June 30, 2008, $472,206 of the Commission's bank balance of $572,206 was uninsured
and uncollateralized, and was therefore exposed to custodial credit risk.

As of June 30, 2008, the Commission's investment in investment contracts of $334,501 was
uninsured, registered in the Commission's name, and held by a trustee.

Concentration of Credit Risk

The investment policy of the Commission contains no limitations on the amount that can be
invested in any one issuer beyond that stipulated by the California Government Code. The
Commission has no investments in any one issuer (other than U.S. Treasury securities and
mutual funds) that represent 5% or more of total investments.

Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. This is measured by the assignment of a rating by a nationally
recognized statistical rating organization. The Commission follows the County's policy to
purchase investments with the minimum ratings required by the California Government Code.
Presented below is the minimum rating required by (where applicable) the California
Government Code, the County's investment policy, or debt agreements, and the actual rating as
of year end for each investment type.

Minimum Exempt Rating at year end
Legal From Not
Investment Type Total Rating  Disclosure AAA Rated
Investments held by trustee:
Treasury obligations fund $ 973,369 A $ - $ 973,369 h) -
Investment contracts 334,501 N/A - - 334,501
Total $1,307,870 5 - $ 973,369 $334,501
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Notes to the Basic Financial Statements

Year Ended June 30, 2008

Note C.

Note D.

Note E.

Cash and Investments (continued)

Credit Risk (continued)

Funds totaling $29,439,083 are pooled with other County of Sonoma funds and are invested
pursuant to investment policies established by the County Treasurer. Investments in the
County Treasury pool are unrated.

Restricted Cash and Investments and Liabilities

The Commission has classified certain cash and investments as restricted due to the restrictive
nature of the agreements surrounding the funding of certain programs:

Restricted cash and investments at June 30, 2008 were as follows:

Restricted cash $ 572,206
Restricted investments 25,378,271
Restricted investments held by trustee 1,307,870

Total $ 27,258,347

Liabilities payable from restricted amounts at June 30, 2008 were as follows:

Bonds payable $ 1,715,000
Accounts payable 371,056
Notes payable 900,000
Other payables 525,098
Interest payable 164,341
Total $ 3,675,495

Notes Receivable

At June 30, 2008, notes receivable and the programs from which they originated were as
follows:

Community Development Block Grant $ 11,256,043
HOME 6,446,502
Redevelopment Agency 6,614,932
CHFA HELP and HCD 2,523,534
CDC Housing Fund 4.569,513
31,410,524
Allowance for uncollectibles (835,193)
Total notes receivable $ 30,575,331
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Note E.

Note F.

Note G.

Notes Receivable (continued)

At June 30, 2008, interest receivable was as follows:

Interest receivable $ 4949979
Allowance for uncollectibles (150,930)
Total interest receivable $ 4,799,049

There are various types of these notes receivable. Some require monthly principal reduction,
and others have balloon payments at the end of the term of the note. Interest rates on the loans
range from zero to ten percent per annum.

Capital Assets

Capital asset activity for the year ended June 30, 2008 was as follows:

Balance Balance
July 1, 2007 Additions Deletions June 30, 2008
Capital assets, not being depreciated:
Land $ 94,841 $ - § - $ 94,841
Capital assets, being depreciated:
Equipment and buildings 39,359 - - 39,359
134,200 - - 134,200
Accumulated depreciation
for equipment and buildings (27,863) (3,208) - (31,071)
$ 106,337 $ (3,208) $ - $ 103,129

Current depreciation expense of $3,208 was charged to the "Administration” activity on the
Statement of Activities.

Long-Term Debt

A summary of changes in long-term debt for the year ended June 30, 2008 is as follows:

Balance Balance
July 1, 2007 Additions Payments June 30, 2008
Bonds payable $ 1,890,000 $ - $ 175,000 $ 1,715,000
Notes payable 950,000 - 50,000 900,000
Other long-term payables 85,020 - - 85,020
$ 2,925,020 5 - $ 225,000 $ 2,700,020
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Note G.

Long-Term Debt (continued)

Due in one year $ 240,000
Due in more than one year 2,460,020
$ 2,700,020

Annual Requirements

The annual principal and interest requirements on the long-term debt outstanding at June 30,
2008, are as follows:

Bonds Payable

Principal Interest Total
Year ending
2009 $ 190,000 $ 127,980 $ 317,980
2010 205,000 112,377 317,377
2011 225,000 95,393 320,393
2012 240,000 77,025 317,025
2013 260,000 57,275 NF2T5
2014-15 595,000 47,993 642,993

$ 1,715,000 $ 518,043 $ 2,233,043

Bonds payable at June 30, 2008 are comprised of two tax allocation bond issuances. The bonds
were issued to fund redevelopment projects of the County. The bonds are secured solely on the
tax revenues of the Commission.

The Roseland, 1986 Series A Bond has a maturity date of August 1, 2014, carries an interest
rate of 7.9% per annum with $685,000 outstanding at June 30, 2008. Sonoma Valley, 1986
Series B Bond has a maturity date of August 1, 2014, carries an interest rate of 7.9% per
annum with $1,030,000 outstanding as of June 30, 2008. Interest is payable on both series on
August | and February 1.

The original amounts of the bonds at issuance were $1.330,000 and $2.000,000 for the Series
A and B bonds, respectively. Both Series A and B bonds are callable by the Commission at the
Commission's discretion. The Commission is currently exercising its right to call the bonds
pursuant to a fixed schedule. The reduction in principal for each year in the above schedule
reflects the Commission's schedule of calling the bonds in future years.
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Note G. Long-Term Debt (continued)
Notes Payable
Principal Interest Total
Year ending
2009 $ 50,000 3 8,520 $ 58,520
2010 50,000 5,680 55,680
2011 50,000 2,840 52,840
2012 0 0 0
2013 0 0 0
2014 750,000 221,835 971,835

$ 900,000 § 238,875 $1,138,875

The Commission obtained a loan from the City of Santa Rosa in June of 2001 in the amount of
$500,000. The outstanding balance of this loan at June 30, 2008 is $150,000. The loan bears
interest at 5.68%. The loan principal and interest are to be repaid in ten equal annual
installments which began in June 2003. The proceeds from the Joan were used to widen and
reconstruct Sebastopol Road which is within the Roseland Redevelopment Project Area.

The Commission also obtained a loan, known as the HELP Loan, in the amount of $682,500
from the State of California, California Housing Finance Agency (CHFA) in April of 2004.
During the fiscal year ended June 30, 2005, the Commission borrowed an additional $67,500
under the same loan agreement, bringing the total principal outstanding at June 30, 2008 to
$750,000. This is a 3% simple interest loan and the maturity date is March 3, 2014. The loan
principal and interest is to be paid in full on the maturity date. The proceeds of the loan were
used to issue a loan to a local nonprofit agency.

Other Long-term Payables

In addition to bonds and notes payable, the Commission has also recognized certain long-term
payables which have no fixed repayment schedule. These amounts were startup funds provided
by other governmental agencies to be used for specific programs. The Commission will not be
required to repay these amounts until the termination of the related programs, which are
currently estimated to continue indefinitely.

Other long-term payables at June 30, 2008 were as follows:

Sonoma County Start-up funds $ 50,000
Rohnert Park Rehabilitation Program 25,020
California State Housing Finance Authority 10,000
Total other long-term payables b 85,020
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Note G.

Note H.

Note 1.

Long-Term Debt (continued)
Interest Payable
Interest payable consists of interest accrued on the following obligations:

Payable from unrestricted assets

California State Housing Finance Authority, HELP Loan $ 99,281
California State Housing Finance Authority, Rehab Loan 8,024
Payable from restricted assets
Flood Elevation 87,524
Sonoma Valley Redevelopment Bonds, Series B 33,904
City of Rohnert Park, Rehabilitation 41,507
Roseland Redevelopment Bonds, Series A 22,548
City of Santa Rosa, Roseland Redevelopment 584
Total accrued interest payable § 293,372

Due to Other Governments and Deferred Revenue

The Commission has recorded liabilities for amounts owed to governmental agencies as 2
result of unexpended program funds. The amounts due to other governmental agencies as of
June 30, 2008 were as follows:

Hazard Mitigation Grant program $ 113,087
City of Santa Rosa 2,104
HOME program 4,956
Total due to other governments b 120,147

Deferred revenues represent amounts for which revenues have not been earned. At June 30,
2008, deferred revenues were as follows:

County of Sonoma b 132,410

Additionally, at June 30, 2008, the following deferred revenue amount was recorded in the
fund financial statements because the notes receivable are not available to finance expenditures
of the current period:

Deferred revenue related to notes receivable $ 35,374,380

Compensated Absences

Accrued liability amounts due to employees for compensated absences as of June 30, 2008
were as follows:

Vacation $ 215,067
Sick leave 112,137
Comp-time related benefits 50,106
Total compensated absences 5 377,310
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Note J.

Note K.

Employer Retirement Plan

The Commission participates in a defined benefit retirement plan (DDPP or the "Plan") that is
administered by the Sonoma County Employee's Retirement Association. All full-time
employees of the Commission participate in this plan. The Commission had 40 participants at
June 30, 2008. The Plan provides benefits as defined by law upon retirement, death, or
disability of its members. Benefits are based upon the employee's highest level of annual
salary, years of service, and age at the time of retirement. The Commission's total payroll for
covered employees was $4,105,484 for the year ended June 30, 2008.

The Plan is funded by actuarially-determined regular contributions using the entry age normal
cost method. Under the entry age cost method, the actuarial present value of the projected
benefits of each individual included in the actuarial valuation is allocated on a level basis over
the working lifetime of the individual. Employer and member contributions are funded and
recognized through the County payroll system via employer benefit payments and employee
deductions.

Defined benefit pension plan members are required to contribute 5 percent to 10 percent of
their annual covered salary, and their particular rate is based upon age at entry into the system.
The Commission is required to contribute the remaining amounts necessary to finance the
coverage of the employees through periodic contributions at actuarially determined rates. The
Commission's contributions to the Plan during the year ended June 30, 2008 was $659,203.

Member contributions cannot be withdrawn until separation from employment. Member
contributions are forfeited to the retirement plan if the member does not request a refund
within five years of termination of membership and employment.

The 10-year trend analysis and other disclosures required by generally accepted accounting
principles are described in the financial statements of the County of Sonoma, California as of
June 30, 2008. Additional detailed information and/or separately issued financial statements of
the Retirement Association can be obtained from the Sonoma County Employee's Retirement
Association located at: 433 Aviation Boulevard, Suite 100, Santa Rosa, California 95403.

Contingent Liabilities
Insurance

The Commission, as a component unit of the County, is named insured on all general and
automobile liability coverage maintained by the County of Sonoma. The County maintains a
self-insured retention of $1,000,000 per occurrence which is accounted for in the County's
Risk Management Internal Service Fund. Excess liability coverage is maintained through
participation in the California State Association of Counties, Excess Insurance Authority
(CSAC-EIA), and Excess Liability Program. Limits of this coverage are $15,000,000. The
Commission is covered under this program for general liability, auto liability, public employee
faithful performance/dishonesty and property insurance.
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Note K.

Note L.

Note M.

Contingent Liabilities (continued)
Insurance (continued)

During the current fiscal year, the Commission paid annual premiums to the County for the
above insurance coverage in the amount of $20,330. Settlements have not exceeded coverage
for each of the past three fiscal years.

The Commission maintains worker's compensation insurance through the State Compensation
Insurance Fund.

Grants

The Commission has received funds from various federal, state, and local grant programs. It is
possible that at some future date it may be determined that the Commission was not in
compliance with applicable grant requirements. The amount, if any, of expenditures which
may be disallowed by the granting agencies cannot be determined at this time although the
Commission does not expect such disallowed amounts, 1f any, to materially affect the financial
statements.

Lease Commitment
The Commission has entered into a lease agreement for its central offices. The lease agreement
expires on June 30, 2009. At June 30, 2008, the future minimum rental payments required

under this lease is as follows:

Year ended June 30,
2009 $ 259,515

$ 259,515

Total rental expense for the year ended June 30, 2008 for the Commission's central office
space was $249,165

Concentrations

The Commission receives significant funding from the U.S. Department of Housing and Urban
Development for the operations of its programs. The Commission receives significant funding
from the County of Sonoma in the form of redevelopment tax increment and other revenues.
For the year ended June 30, 2008, these amounts represented 66% and 24% of revenues,
respectively.

At June 30, 2008, $11,563,885 of the notes receivable balance and $2,116,336 of the interest

receivable balance were due from a single non profit agency. These amounts represent 38%
and 44% of the Commission's total respective balances for notes and interest receivable.
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Note N.

Recent Governmental Accounting Standards

The Governmental Accounting Standard Board ("GASB") has released the following new
standards:

Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment
Benefit Other than Pension issued in June 2004. This Statement establishes standards for the
measurement, recognition, and display of Postemployment Benefits expense/expenditures and
related liabilities (assets), note disclosures, and, if applicable, required supplementary
information (RSI) in the financial reports of state and local governmental employers.

Statement No. 50, Pension Disclosures-an amendment of GASB Statemenls No. 25 and No. 27
issued in May 2007. This Statement more closely aligns the financial reporting requirements
for pensions with those for other postemployment benefits. Please refer to the County of
Sonoma Comprehensive Annual Financial Report for additional information pertaining to the
County of Sonoma’s implementation of GASB Statements Numbered 45 and 50.
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Sonoma County Community Development Commission
Schedule of Revenues, Expenditures and Changes in Fund Balance -
Budget and Actual - General Fund

Year Ended June 30,2008

Revenues
Governmental Grants
Interest
Other income

Total revenues

Expenditures
Administration
Community Development

Total expenditures

Excess of revenues over
expenditures

Other financing sources (uses)
Transfer OUT

Net change in fund balance
Fund Balance at June 30, 2007

Fund Balance at June 30, 2008

Variance with

Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)

- - 25,708 25,708
140,280 140,280 168,909 28,629
823,330 823,330 220,639 (602,691)
963,610 963,610 415,256 (548,354)

16,610 16,610 15,916 694
806,720 806,720 25,708 781,012
823,330 823,330 41,624 781,706
140,280 140,280 373,632 233,352
140,280 140,280 81,322 58,958

- - 292,310 292,310
4,228,049 4,228,049 4,228,049 -
4,228,049 4,228,049 4,520,359 292,310

See accompanying Notes to Required Supplementary Information
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Sonoma County Community Development Commission
Schedule of Revenues, Expenditures and Changes in Fund Balance -
Budget and Actual - Community Development Block Grant

Year Ended June 30,2008

Revenues
Government grants
Interest
Other income

Total revenues

Expenditures
Administration
Community Development

Total expenditures

Excess of revenues over
expenditures

Fund Balance at June 30, 2007

Fund Balance at June 30, 2008

Variance with

Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)

3,900,000 3,900,000 3,017,515 (882,485)

- - 65,777 65,777

- - 181,224 181,224
3,900,000 3,900,000 3,264,516 (635,484)
782,200 782,200 729,039 53,161
3,117,800 3,117,800 2,535,477 582,323
3,900,000 3,900,000 3,264,516 635,484

See accompanying Notes to Required Supplementary Information
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Sonoma County Community Development Commission
Schedule of Revenues, Expenditures and Changes in Fund Balance -
Budget and Actual - HOME

Year Ended June 30,2008

Revenues
Government grants

Total revenues

Expenditures
Administration
Rental Assistance
Community Development

Total expenditures

Excess of revenues over
expenditures

Fund Balance at June 30, 2007

Fund Balance at June 30, 2008

Variance with
Final Budget

Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)

1,490,540 1,490,540 1,389,227 (101,313)
1,490,540 1,490,540 1,389,227 (101.313)

116,880 116,880 130,817 (13,937)

326,560 326,560 396,042 (69,482)
1,047,100 1,047,100 362,368 184,732
1,490,540 1,490,540 1,389,227 101,313

See accompanying Notes to Required Supplementary Information
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Sonoma County Community Development Commission

Schedule of Revenues, Expenditures and Changes in Fund Balance -
Budget and Actual - Section 8 Housing Choice Vouchers

Year Ended June 30,2008

Revenues
Government grants
Interest
Other income

Total revenues

Expenditures
Administration
Rental Assistance

Total expenditures

Excess of revenues over
expenditures

Fund Balance at June 30, 2007

Fund Balance at June 30, 2008

Variance with
Final Budget

Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
22,929,040 22,929,040 24,653,422 1,724,382
: - 123,809 123,809
114,990 114,990 85,672 (29,318)
23,044,030 23,044,030 24,862,903 1,818,873
2,302,030 2,302,030 2,253,192 48,838
20,742,000 20,742,000 20,661,055 80.945
23,044,030 23,044,030 22,914,247 129,783
- - 1,948,656 1,948,656
1,916,945 1,916,945 1,916,945 =
1,916,945 1,916,945 3,865,601 1,948,656

See accompanying Notes to Required Supplementary [nformation
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Sonoma County Community Development Commission

Schedule of Revenues, Expenditures and Changes in Fund Balance -
Budget and Actual - The Springs Housing Fund

Year Ended June 30,2008

Revenues
Tax Increment
Interest
Other income

Total revenues

Expenditures
Administration
Redevelopment

Total expenditures

Excess of revenues over
expenditures

Other financing sources (uses)
Transfer IN

Net change in fund balance
Fund Balance at June 30, 2007

Fund Balance at June 30, 2008

Variance with

Final Budget

Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)

760,300 760,300 - (760,300)
93.440 93,440 16,143 (77,297)

) - 3,441 3,441
853,740 853,740 19,584 (834,156)
83,500 83,500 71,869 11,631
3,464,240 3,464,240 17,716 3,446,524
3,547,740 3,547,740 89,585 3,458,155
(2,694,000) (2,694,000) (70,001) 2,623,999
. - 462,040 462,040
(2,694,000) (2,694,000) 392,039 3,086,039
792,974 792,974 792,974 -
(1,901,026) (1,901,026) 1,185,013 3,086,039

See accompanying Notes to Required Supplementary Information



Sonoma County Community Development Commission

Notes to Required Supplemental Information

Year Ended June 30, 2008

Note A. Budgetary Accounting

Budgets are adopted on a non-GAAP basis. The County of Sonoma, whose budget the Sonoma County
Community Development Commuission (the "Commission") is part of, employs encumbrance accounting;

however, the Commission does not use encumbrance accounting. Therefore, budgetary amounts for the
Commission are equivalent to amount on a GAAP basis.

The Board of Commissioners of the County of Sonoma establishes the budget of the Commission and also
approves any budgetary amendments.

Note B. Financial Data Schedule

The U. S. Department of Housing and Urban Development (HUD) requires the Sonoma County Community
Development Commission (the Commission) to include a certain supplemental financial report to
accompany the Commission’s financial statements. The HUD-prescribed Financial Data Schedule (FDS) 1s
the supplemental report required of all Public Housing Agencies (PHAs). In previous fiscal years this
additional HUD-formatted financial information was not only summarized within the audit report, but was
also submitted to HUD electronically. The supplemental report was produced using 2 HUD-sponsored
online computer system.

The HUD system is design to provide PHA staff the ability to enter unaudited financial information by
August 31" for the fiscal year just ended June 30" Typically information from audited financial
statements would be entered into HUD’s system by March 31* or prior to when the agency’s audit was due,
whichever was earlier. HUD’s system was not operational from May 2008 through this report date and 1s
not expected to be operational prior to when the Commission’s audited financial statements are due to
various funding sources. ~ Commission staff, like all users of the system, have not been able to enter
information, hence we are not able to comply with the HUD-mandated reporting requirement.

The Sonoma County Community Development Commission is required to produce audited financial
statements annually. Preparing said statements is required by federal, state and local governmental agencies.
The County of Sonoma requires the Commission to submit its audited financial statements to the County by
September 30" of each year. OMB Circular A-133 requires that the Commission submit its audit report
within nine months of the agency’s year-end. The Commission’s fiscal year end is June 30th and the audit
must be submitted to the Federal Clearing House and other agencies no later than March 31, 2009.

HUD has been working to redesign the FDS and the related computerized data collection system. During
the summer of 2008 HUD estimated that the revised system would be operational by September 22, 2008.
As of mid November of 2008 the system was not yet online.

Normally the independent auditor hired by the Commission performs limited procedures on the HUD-
required supplemental information described above. The auditor’s practice is to note said testing and their
opinion thereon in the last paragraph of the Independent Auditor’s Report. No such testing was performed
during the review to of the Sonoma County Community Development Commission’s financial statements
for the year ending June 30, 2008. Commission staff will remain in communication with HUD officials.
Once HUD’s system is online, the FDS reports will be completed and the independent auditor may be
requested to perform additional testing and procedures at that time depending on HUD’s resolution of the
computer system related problems.
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Sonoma County Community Development Commission

Schedule of Expenditures of Federal Awards

Year Ended June 30, 2008

CFDA
Federal Grantor Number Expenditures
Direct Programs:
Department of Housing and Urban Development
Community Development Block Grant 14.218 $ 3,264,516
Home Investment Partnerships Program 14.239 1,389,227
Supportive Housing Program 14.235 91,188
Emergency Shelter Grants Program 14.231 88,894
Section 8 Housing Choice Vouchers Program 14.871 24,653,422
Shelter Plus Care Program 14.238 795,976
Total Department of Housing and Urban Development 30,283,223
Department of Homeland Security
Federal Emergency Management Agency
Passed through the State of California
Office of Emergency Services
Hazard Mitigation Grant Program 97.039 479,983
Total Department of Homeland Security 479,983
Total Federal Expenditures $ 30,763,206
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COMPLIANCE
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WALLACE ROWE & ASSOCIATES Accounting Firm

430 Verbena Court (925) 229-1950
Pleasant Hill, CA 94523 Fax (925) 229-1952
wroweassoc@aol.com

Independent Auditors' Report on Internal Control Over Financial
Reporting and on Compliance and Other Matters Based on an
Audit of Basic Financial Statements Performed in Accordance

with Government Auditing Standards

Board of Commissioners
Sonoma County Community

Development Commission
Santa Rosa, California

We have audited the financial statements of the governmental activities, the business-type activities, and each
major fund of the Sonoma County Community Development Commission, a component unit of the County of
Sonoma, as of and for the year ended June 30. 2008, which collectively comprise the Sonoma County
Community Development Commission’s basic financial statements and have issued our report thereon dated
November 24, 2008. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Camptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Sonoma County Community Development Commission’s
internal control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the basic financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the Sonoma County Community Development Commission’s internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Sonoma County
Community Development Commission’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent or detect misstatements on a timely
basis. A significant deficiency is a control deficiency. or combination of control deficiencies that adversely
affects the entity’s ability to initiate, authorize, record, process, or report financial data reliably in accordance
with generally accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the entity’s financial statements that is more than inconsequential will not be prevented or
detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a misstatement of the financial statements will not be prevented or detected by the
entity’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses, as defined above.



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Sonoma County Community Development
Commission’s basic financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with
which could have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information of the Board of Commissioners, the County of Sonoma
general government, management, and federal awarding agencies and is not intended to be and should not be
used by anyone other than these specified agencies.

ngé“ & ﬂv% 7

November 24, 2008
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WALLACE ROWE & ASSOC'ATES Accounting Firm

430 Verbena Court (925) 229-1950
Pleasant Hill, CA 94523 Fax (925) 229-1952
wroweassoc @aocl.com

Independent Auditors' Report on Compliance with Requirements
Applicable to Each Major Program and Internal Control
Over Compliance in Accordance With OMB Circular A-133

Board of Commissioners
Sonoma County Community

Development Commission
Santa Rosa, California

Compliance

We have audited the compliance of the Sonoma County Community Development Commission with the
types of compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular
A-133 Compliance Supplement that are applicable to each of its major federal programs for the year ended
June 30, 2008. The Sonoma County Community Development Commission’s major federal programs are
identified in the summary of auditor’s results section of the accompanying schedule of findings and
questioned costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to
each of its major federal programs is the responsibility of the Sonoma County Community Development
Commission's management. Our responsibility is to express an opinion on the Sonoma County Community
Development Commission's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and (OMB) Circular 4-133, Audits of
States, Local Governments and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether material
noncompliance with the types of compliance requirements referred to above that could have a direct and
material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence
about the Sonoma County Community Development Commission's compliance with those requirements
and performing such other procedures, as we considered necessary in the circumstances. We believe that
our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination on
the Sonoma County Community Development Commission's compliance with those requirements.

In our opinion, the Sonoma County Community Development Commission complied, in all material

respects, with the requirements referred to above that are applicable to each of its major federal programs
for the year ended June 30, 2008,
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Internal Control Over Compliance

The management of the Sonoma County Community Development Commission is responsible for establishing
and maintaining effective internal control over compliance with requirements of laws, regulations, contracts
and grants applicable to federal programs. In planning and performing our audit, we considered the Sonoma
County Community Development Commission's internal control over compliance with requirements that could
have a direct and material effect on a major federal program 1 order to determine our auditing procedures for
the purpose of expressing our opinion on compliance but, not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the

effectiveness of Sonoma County Community Development Commission’s internal control over compliance.

A control deficiency in an entity’s internal control over compliance exists when the design or operation of a
control does not allow management or employees, in the normal course of performing their assigned functions,
to prevent or detect noncompliance with a type of compliance requirement of a federal program on a timely
basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the entity’s ability to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more than inconsequential
will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that result in more
than a remote likelihood that material noncompliance with a type of compliance requirement of a federal
program, will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify any deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses, as we defined above.

This report is intended solely for the information of the Board of Commissioners, the County of Sonoma

general government, management, and federal awarding agencies and is not intended to be and should not be
used by anyone other than these specified agencies.

%@é@—aﬁ?—ﬂm.uﬂ; C—-‘pg

November 24, 2008
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SONOMA COUNTY COMMUNITY DEVELOPMENT COMMISSION

Schedule of Findings and Questioned Costs

Year Ended June 30, 2008

Section 1 - Summary of Auditors’ Results

Financial Statements

Type of auditors’ report issued:

Internal control over financial reporting:

Material weaknesses identified?

Significant deficiency identified not considered
to be material weakness?

Noncompliance material to financial statements noted?

Federal Awards

Internal control over major programs:
Material weaknesses identified?
Significant deficiency identified not considered
to be material weakness?
Reportable conditions identified not considered material weaknesses?

Type of auditors’ report issued on compliance for major programs:

Any audit findings disclosed that are required to be reported
in accordance with A-133, Section .510(a)?

Identification of major programs:
Housing Choice Voucher Program

Dollar Threshold to distinguish between Type A and Type B programs
Auditee qualified as low risk auditee
Section II - Financial Statement Findings

Section II1 - Federal Award Findings

62

Unqualified
yes X __ no
None reported
~yes X__no
yes X no

None reported

yes X__ no
Unqualified
yes X no
14.871
$922.,896
X __yes no
None
None



SONOMA COUNTY COMMUNITY DEVELOPMENT COMMISSION
Summary Schedule of Prior Year Findings

Year Ended June 30,2008

There were no findings or questioned costs included in the Sonoma County Community Development

Commission's audit report for the fiscal year ended June 30, 2007.
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